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The topic on determinants of dividend policy has remained as a hot topic even though 
much relevant research had conducted. Every company wishes to increase their 
company's value by having a suitable dividend policy. The dividend policy of a 
company may be affected by other industry players due to the similar business 
environment. Besides, dividend decision can convey message to public about its 
performance which may indirectly affect a company's share price. Intra-industry 
effect on dividend policy was identified outside Malaysia. Since dividend is a crucial 
decision to a company, the same research should be conducted in Malaysia. The main 
purpose of this paper is to test the intra-industry effect on dividend policy in 
Malaysian market. In order to explore the influence of intra-industry effect, the 
logistic regression was performed by using the variables that may affect the 
probability of a company to pay dividend. The findings revealed a significant positive 
relationship between probability of a company paying a dividend and number of 
companies within plantation industry that pay a dividend. However, there is an 
insignificant relationship between probability of a company paying a dividend and 
number of companies within construction industry that pay a dividend. Overall, the 
findings support the view of intra-industry conformity in dividend policy in Malaysia. 
Thus, the intra-industry effect should be considered as one of the determinants in 
dividend policy. The findings are useful not only for investors but the company as 
well. 






Topik mengenai penentu dasar dividen masih menjadi topik hangat walaupun banyak 
kajian berkaitan telah dijalankan. Setiap syarikat ingin meningkatkan nilai syarikat 
mereka dengan mempunyai polisi dividen yang sesuai. Dasar dividen syarikat boleh 
terjejas oleh peserta industri lain kerana persekitaran perniagaan yang sama. Selain 
itu, keputusan dividen boleh menyampaikan mesej kepada orang ramai mengenai 
prestasi dan boleh menjejaskan harga saham syarikat itu. Kesan antara industri dasar 
dividen telah dikenal pasti di luar Malaysia. Disebabkan dividen adalah satu 
keputusan yang penting untuk syarikat, penyelidikan yang sama, hendaklah 
dijalankan di Malaysia. Tujuan utama kajian ini adalah untuk menguji kesan antara 
industri dasar dividen di pasaran Malaysia. Dalam usaha untuk meneroka pengaruh 
kesan antara industri, regresi logistik telah dilakukan dengan menggunakan pemboleh 
ubah yang boleh menjejaskan kebarangkalian syarikat untuk membayar dividen. 
Dapatan kajian menunjukkan hubungan positif yang signifikan di antara 
kebarangkalian syarikat membayar dividen dan bilangan syarikat dalam industri 
perladangan yang membayar dividen. Walau bagaimanapun, terdapat hubungan yang 
insignifikan antara kebarangkalian syarikat membayar dividen dan bilangan syarikat 
dalam industri pembinaan yang membayar dividen. Secara keseluruhan, dapatan 
kajian menyokong pandangan antara industri pematuhan dalam dasar dividen di 
Malaysia. Oleh itu, kesan antara industri boleh dianggap sebagai salah satu penentu 
dalam polisi dividen. Hasil kajian ini berguna bukan sahaja kepada pelabur tetapi 
syarikat itu juga. 
 
 







I would like to take this opportunity to express my gratitude to everyone who had 
contributed to the success of this dissertation. 
 
First and foremost, I would like to thank my supervisor, Dr. Zahiruddin Bin Ghazali 
who has provided me the guidance, support, and encouragement throughout the whole 
process of completing this dissertation. 
 
Besides the above, I am thankful for the encouragement and support given by my 










TITLE PAGE  
CERTIFICATION OF PROJECT PAPER  i 




TABLE OF CONTENTS vi 
LIST OF TABLES viii 
LIST OF FIGURES ix 
CHAPTER ONE INTRODUCTION 
1.1. Background  
1.2. Problem Statement 
1.3. Significance of Study 
1.4. Scope and Limitations of the Study 
1.5. Research Objectives 
1.6. Research Questions 










CHAPTER TWO LITERATURE REVIEW 
2.1 Introduction 
2.2 Dividend relevance and irrelevance theories 
2.2.1 Dividend irrelevance theory 
2.2.2 Dividend relevance theories 
2.3 Discussion on conformity tendencies in dividend policy 
2.3.1 Institutional templates for appropriate behaviour 
2.3.2 Industry effect on dividend payout behaviour 














CHAPTER THREE RESEARCH METHODOLOGY 
3.1 Introduction 
3.2 Research Design  
3.3 Data Collection 
3.4 Sample Selection 
3.5 Hypothesis Development and selection of relevant proxy 
variables  











CHAPTER FOUR FINDINGS 
4.1 Introduction 
4.2 Results of the Study 
4.2.1   Descriptive analysis 
4.2.2   Correlation analysis 








CHAPTER FIVE  CONCLUSION 
5.1 Summary of the Study 







Appendix A: List of sampled companies 
 
63 





List of Tables 
 
Table Description  Page 
   
4.1 Descriptive statistics for construction and plantation industries 31 
4.2 Descriptive statistics for construction industry 32 
4.3 Descriptive statistics for plantation industry 33 
4.4 Correlation matrix for construction and plantation companies 36 
4.5 Correlation matrix for construction companies 37 
4.6 Correlation matrix for plantation companies 38 
4.7 Regression summary statistics for construction and plantation 
industries 
43 
4.8 Regression summary statistics for construction industry 48 
4.9 Regression summary statistics for plantation industry 53 
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   












List of Figures 
 
Figure Description  Page 
   
3.1 Research Design 20 
3.2 Research Framework 24 
   









A dividend is a form of profit distribution to shareholders. The board of directors’ 
approval is needed to declare the interim dividend whereas the final dividend 
requires a majority shareholder’s approval. Dividend is a source of income to 
shareholders. On the other hand, dividend is an expenses to a company. As a rule of 
thumb, a company is not in favour to pay dividend when the company is not 
performing. The ultimate objective of the company is to increase shareholder’s 
wealth. Thus, the decision maker for dividend policy requires a comprehensive and 
careful judegment. 
 
Dividend policy involves important financial decision. Dividend policy refers to a 
practice which followed by management representatives to decide the amount and 
the form of distribution to shareholders for a certain timeframe (Lease et al, 2000). 
 
A company can distribute the profit by cash dividend or stock dividend. A cash 
dividend is a form of payment from the company’s retained earnings. From a 
company’s perspective, cash dividend is considered as an expenses at the expense of 
future investment opportunities. Therefore, it is not surprising that some companies 
prefer to pay stock dividend to attract investors. Stocks dividend does not reduce 
company’s cash. It involves the issuance of new shares and increase the number of 
outstanding shares. 
The contents of 







Allen F. and Michaely R. (2002). Payout policy. Center for Financial 
Institutions Working Papers, 01-21 
 
Al-Deehani, T. M. (2003). Determinants of Dividend Policy: The Case of 
Kuwait.  Journal of Economic and Administrative Sciences, 
Vol. 19 Iss 2 pp. 59 - 76 
 
Al-Malkawi, H (2007). Determinants of Corporate Dividend Policy in Jordan: 
An Application of the Tobit Model. Journal of Economic & 
Administrative Sciences Vol. 23, No. 2, pp. 44-70. 
 
Annuar, M. N. & Shamsher, M. (1993). Earnings and Dividend Behaviour. 
Journal of Social Science and Humanities 1 (2): 171–177. 
 
Ayman, I. F. Issa. (2015) The Determinants of Dividend Policy: Evidence 
from Malaysian Firms. Research Journal of Finance and 
Accounting, Vol.6, No.18, 2015 
 
Baker, H. K. & G. E. Powell. (2000). Determinants of Corporate Dividend 
Policy, A Survey of NYSE Firms. Financial Practice and 
Education, 10 (1), 29-40. 
 
Baker, H.K., Powell, G.E. and Veit, E.T. (2002) Revisiting the dividend 
puzzle: Do all of the pieces now fit? Review of Financial 
Economics, Vol. 11, pp. 241-61. 
 
Baker, H. K. (1988). The relationship between industry classification and 
dividend policy. Southern Business Review, Spring, pp. 1-8. 
 
Baker, H. K., G. E. Farrelly, & R. B. Edelman. (1985). A Survey of 
Management Views of Dividend Policy. Financial 
Management, 14 (3), 78-84. 
 
Benartzi, S., Michaely, R. and Thaler, R. (1997). Do changes in dividends 
signal the future or the past?. The Journal of Finance, Vol. LII 
No. 3, pp. 1007-34. 
 
Bhattacharyya, N. (2007). Dividend policy: a review. Managerial Finance, 
Vol. 33 Iss 1 pp. 4 - 13 
 
Bikhchandani, S., Hirshleifer,D., Welch, I. (1992) A Theory of Fads, Fashion, 
Custom, and Cultural Change as Informational Cascades. 
Journal of Political Economy 100, 992-1026. 
 





Bohren, O., Josefsen, M. and Steen, P. (2012). Stakeholder conflicts and 
dividend policy. Journal of Banking and Finance, Vol. 36 No. 
10, pp. 2852-2864. 
 
Brav, A., J. R. Graham, C. R. Harvey, & R. Michaely. (2005). Payout Policy 
in the 21st Century. Journal of Financial Economics, 77, 483-
527. 
 
Brealey, R. A. and Myers, S.C. (1991). Principles of Corporate Finance, 
McGraw-Hill, New York, NY. 
 
Brock, W. (1993). Pathways to Randomness in the Economy, Emergent 
Nonlinearity and Chaos in Economics and Finance. Estudios 
Economicos, 8, 3-55. 
 
Chang, R.P. and Rhee, S.G. (2003). The Impact of Personal Taxes on 
Corporate Dividend Policy and Capital Structure Decisions. 
Financial Management (Financial Management Association), 
19(2), pp. 21-31 
 
Cialdini, R.B. (1993), Influence: The psychology of Persuasion. Morrow, New 
York, NY. 
 
Clark-Murphy, M. and Soutar, G.N. (2004). What individual investors value: 
some Australian evidence. Journal of Economic Psychology, 
Vol. 25, pp. 539-55. 
 
Coles, J. & Li, Z. (2012). An Empirical Assessment of Empirical Corporate 
Finance. Working Paper. 
 
Cont, R., & J. P. Bouchard. (2000). Herd Behavior and Aggregate 
Fluctuations in Financial Markets. Macroeconomic Dynamics, 
4(2), 170-196. 
 
DeAngelo, H. and DeAngelo, L. (1990). Dividend policy and financial 
distress: an empirical investigation of troubled NYSE firms. 
The Journal of Finance, Vol. XLV No. 5, pp. 1415-31. 
 
DeAngelo, H., DeAngelo, L. and Skinner, D.J. (1992). Dividends and 
losses.The Journal of Finance, Vol. XLVII No. 5, pp. 1837-63. 
 
DeAngelo, H., DeAngelo, L. and Skinner, D.J. (2000). Special dividends and 
the evolution of dividend signalling. Journal of Financial 
Economics, Vol. 57, pp. 309-54. 
 
DeAngelo, H., DeAngelo, L. and Stulz, R.M. (2006). Dividend policy and the 
earned/contributed capital mix: a test of the life-cycle theory. 




DeAngelo, H., DeAngelo, L. and Skinner, D. (1996). Reversal of fortune: 
Dividend policy and the disappearance of sustained earnings 
growth. Journal of Financial Economics 40, 341-371. 
 
Dempsey, S.J., Laber, G. and Rozeff, M.S. (1993). Dividend policies in 
practice: is there an industry effect? Quarterly Journal of 
Business and Economics, Vol. 32 No. 4, pp. 3-13. 
 
Denis, D. and Setpanyan, G. (2009). Factors influencing dividend. in Baker. 
H.K. (Ed.), Dividends and Dividend Policy, John Wiley & Sons, 
Hoboken, NJ, pp. 55-69. 
 
DiMaggio, P.J. and Powell, W.W. (1983). The iron cage revisited: institutional 
isomorphism and collective rationality in organizational fields. 
American Sociological Review, Vol. 48, pp. 147-60. 
 
Duflo, E., and Saez, E. (2002). Participation and investment decisions in a 
retirement plan: The influence of colleagues' choices. Journal 
of Public Economics 85, 121–148.  
 
Easterbrook, Frank H. (1984). Two Agency Costs Explanations of Dividends, 
American Economic Review 74, 650-659. 
 
Fama, E., French, K. (2001). Disappearing Dividends: Changing Firm 
Characteristics or Lower Propensity to Pay? Journal of 
Financial Economics 96, 257-270. 
 
Focardi, S., S. Cincotti, & M. Marchesi. (2002). Self-Organization and Market 
Crashes. Journal of Economic Behavior and Organization, 49, 
241-267. 
 
Frankfurter, M. G., and Wood, B.G. Jr. (2002) Dividend Policy Theories and 
Their Empirical Tests, International Review of Financial 
Analysis 11, 111-138. 
 
Galaskiewicz, J. and Wasserman, S. (1989). Mimetic processes within an 
organizational field: an empirical test. Administrative Science 
Quarterly, Vol. 34, pp. 454-79. 
 
Gordon, M. J. (1959). Dividends, earnings and stock prices.  Review of 
Economics and Statistics, Vol. 41 No. 2, pp. 99-105. 
 
Greenwood, R. and Higgins, C.R. (1996). Understanding radical 
organizational change: bringing together the old and the new 
institutionalism. Academy of Management Review, Vol. 21 No. 
4, pp. 1022-54. 
 
Grinblatt, M, Titman, S, & Wermers, R. (1995). Momentum Investment 
Strategies, Portfolio Performance, and Herding: A Study of 
60 
 
Mutual Fund Behavior. American Economic Review. Vol. 85, 
No. 5. 1088-1105. 
 
Hashemijoo, M., Ardekani, A. M. and  Younesi, N. (2012) The Impact of 
Dividend Policy on Share Price Volatility in the Malaysian 
Stock Market. Journal of Business Studies Quarterly 2012, Vol. 
4, No. 1, pp. 111-129 
 
Higgins, R. (1972). The corporate dividends-savings decision.  Journal of 
Financial and Quantitative Analysis, Vol. 7, pp. 1527-41. 
 
Hosmer, D. W. and Lemeshow S. (1989). Applied Logistic Regression. New 
York: John Wiley & Sons, Inc. 
 
Howe, J.S. and Shen, Y.P. (1998). Information associated with dividend 
initiations: firm-specific or industry-wide. Financial 
Management, Vol. 27 No. 3, pp. 17-26. 
 
Huff, A. (1982). Industry influences on strategy reformulation. Strategic 
Management Journal 3(2): 119- 131. 
 
Jensen, Gerald R., Donald P. Solberg, and Thomas S. Zorn, (1992). 
Simultaneous Determination of Insider Ownership, Debt, and 
Dividend Policies.  Journal of Financial and Quantitative 
Analysis 27, 274-263. 
 
Jensen, M. C., and Meckling, W. H. (1976). Theory of the Firm: Managerial 
Behavior, Agency Costs and Ownership Structure. Journal of 
Financial Economics 3, 305-360. 
 
Kale, J. R., & Noe, T. H. (1990). Dividends, uncertainty and underwriting 
costs under asymmetric information. The Journal of Financial 
Research 13(4), pp. 265-267. 
 
Kester, Georgre W. & Isa Mansor Md. (1996). Dividend Policy in Malaysia: 
A Comparative Analysis. Malaysian Journal of Economic 
Studies 33 (1) (June): 33–48. 
 
Krauth, B. V. (2003). A Dynamic Model of Job Networking and Social 
Influences in Employment. Journal of Economic Dynamics and 
Control, forthcoming. 
 
Leary, M. T. & Michaely. R. (2011). Determinants of Dividend Smoothing: 
Empirical Evidence. Review of Financial Studies 24(10): 3197-
3249. 
 
Lease, R.C., John, K., Kalay, A., Loewenstein, U. & Sarig, O.D. (2000). 
Dividend Policy: Its Impact on Firm Value. Harvard Business 




Lehmann D. R., Gupta, S. and Steckel, J. (1988) Marketing Research, 
Addison-Wesley Educational Publishers, Inc., Reading, 
Massachussetts. 
 
Lintner, J. (1956). Distribution of Incomes of Corporations Among Dividends, 
Retained Earnings and Taxes. American Economic Review, 
Vol. 46, pp.97-113. 
 
Manski, C., (1993). Identification of Endogenous Social Effects: the Reaction 
Problem. Review of Economic Studies 60, 531-542. 
 
Marsh, T. A. & Merton, R. C. (1987). Dividend behavior for the aggregate 
stock market.  Journal of Business, January, pp. 1-40. 
 
Michaely, R., M. Roberts, 2012. Corporate Dividend Policies: Lessons from 
Private Firms. Review of Financial Studies 25, 711-746. 
 
Michaely, Roni, Thaler R. H., & Womack K. L. (1995). Price Reactions to 
Dividend Initiations and Omissions: Overreaction or Drift? 
Journal of Finance 50, 573-608. 
 
Miller, M. and F. Modigliani (1961). Dividend Policy, Growth, and the 
Valuation of Shares. Journal of Business, Vol. 34, 
 
Williams, J. (1938) The Theory of Investment Value. Harvard University 
Press, Cambridge, MA. pp. 411-33. 
 
Myers, S. C. and Majluf, N. S. (1984). Corporate Financing and Investment 
Decisions when Firms Have Information that Investors Do Not 
Have. Journal of Financial Economics, 13 (2), 187-221. 
 
Pandy. 1. (2001). Corporate dividend policy and behavior the Malaysian 
experience, working paper, No. 2001-11-01. 
 
Rajan, R., (1994). Why Bank Credit Policies Fluctuate: A Theory and Some 
Evidence. Quarterly Journal of Economics 109 2., 399-441. 
 
Rozeff, M.S. (1982).Growth, beta and agency costs as determinants of 
dividend payout ratios. Journal of Financial Research, Vol. 5, 
pp. 249-59 
 
Scharfstein, D., J. Stein, (1990). Herd Behavior and Investment. The American 
Economic Review 80, 465-479. 
 
Scott, W. R. (1995). Institutions and Organizations, Sage, Thousand Oaks, 
CA. Smith, C.W. Jr (1977). Alternative methods for raising 
capital: right versus underwritten offerings.  Journal of 




Siebert, S. and Martin. G. (2014) People management rationales and 
organizational effectiveness: the case of organizational trust 
repair. Journal of Organisational Effectiveness: People and 
Performance , 1(2), pp.177-190 
 
Slovin, M.B., Sushka, M.E., and Polonchek, J.A. (1992). Informational 
Externalities of Seasoned Equity Issues: Differences Between 
Banks and Industrial Firms. Journal of Financial Economics 
(August), 1992. – 87-101. 
 
Smith, C. W. Jr. (1977). Alternative methods for raising capita: right versus 
underwritten offerings. Journal of Financial Economics, Vol. 5, 
pp. 273-307 
 
Spender, J. C. (1989), Industry Recipes, Basil Blackwell, Oxford. 
 
SPSS. (1989). SPSS/PC +update for V3.0 and V3.1. Chicago: Author. 
 
Van Caneghem, T. & Aerts, W. (2011). Intra-industry conformity in dividend 
policy. Managerial Finance, Vol. 37 Iss 6 pp. 492 – 516 
 
Woolridge, J. R., & C. Ghosh. (1988). An Analysis of Shareholder Reaction to 
Dividend Cuts and Omissions. Journal of Financial Research, 
11(4), 281-294. 
 
 
